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Attachment 4.19-B
Page 6¢

STATE PLAN UNDER TITEL XIX OF THE SOCIAL SECURITY ACT
State: MICHIGAN

POLICY AND METHODS FOR ESTABLISHING PAYMENT RATES
(OTHER THAN INPATIENT HOSPITAL AND LONG TERM CARE FACILITIES)

14. Federally Qualified Health Center Services

FQHCs will be reimbursed under one of three methodologies as described below:

(a) an FQHC that is not reimbursed under (b) or (¢) below will be reimbursed based on
the new Medicaid prospective payment system (PPS) enacted into law under section 702
of the Medicare, Medicaid, and SCHIP benefits Improvement and Protection Act (BIPA) of
2000. Under the PPS, an FQHC will be reimbursed on a per visit basis. The per visit
payment will be based on the average of the FQHC'’s reasonable costs of providing
Medicaid services during FY 1999 and FY 2000. Reasonable costs are defined as the
per visit amount approved by Medicare as adjusted to reflect the cost of providing
services to Medicaid beneficiaries that are not covered by Medicare —i.e., dental
services, Maternal/Infant Support services, on-site laboratory and x-ray, substance abuse,
non-emergency transportation and outreach.

Effective October 1, 2001, the per visit amount will be adjusted each year using the
Medicare Economic Index.

The per visit amount may also be adjusted to reflect changes in the scope of services
provided to Medicaid beneficiaries by the FQHC. An adjustment to the per visit amount
based upon a change in the scope of services will be prospective and will become
effective when the change is approved by the State. The adjustment may result in either
an increase or decrease in the per visit amount paid to the FQHC.

FQHCs that provide services under a contract with a Medicaid managed care entity
(MCE) will receive prospective, quarterly supplemental payments that are an estimate of
the difference between the payments the FQHC receives from the MCE and the
payments the FQHC would have received under the PPS. At the end of each FQHC's
fiscal year, the total amount of the supplemental and MCE payments received by the
FQHC will be reviewed against the amount that the actual number of visits provided under
the FQHC's contract with one or more MCEs would have yielded under the PPS. The
FQHC will be paid the difference between the PPS amount calculated using the actual
number of visits and the total amount of supplemental and MCE payments received by
the FQHC, if the PPS amount exceeds the total amount of supplemental and MCE
payments. The FQHC will refund the difference between the PPS amount calculated
using the actual number of visits and the total amount of suppiemental and MCE
payments received by the FQHC, if the PPS amount is less than the total amount of
supplemental and MCE payments.
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT
State: MICHIGAN

POLICY AND METHODS FOR ESTABLISHING PAYMENT RATES
(OTHER THAN INPATIENT HOSPITAL AND LONG TERM CARE FACULITIES)

14. Federally Qualified Health Center Services (continued)

OR

(b) an alternative payment methodology that is agreed to by the State and the FQHC that
provides reimbursement at least equal to that which the FQHC would receive under the
PPS. If such an alternative payment methodology is agreed to, it will be submitted to
HCFA as a State Plan Amendment.

OR

{c) the existing MOA signed by the State and the FQHC if it provides reimbursement at
least equal to that which the FQHC would receive under the PPS.

FQHCs that provide services under a contract with a Medicaid managed care entity
(MCE) will receive quarterly State supplemental payments for the cost of furnishing such
services, that are an estimate of the difference between the payments the FQHC receives
from MCE(s) and the payments the FQHC would have received under the alternate
methodology. At the end of each FQHC's fiscal year, the total amount of supplemental
and MCE payments received by the FQHC will be reviewed against the amount that the
actual number of visits provided under the FQHC's contract with MCE(s) would have
yielded under the alternative methodology. The FQHC will be paid the difference
between the amount calculated using the alternative methodology and actual number of
visits, and the total amount of supplemental and MCE payments received by the FQHC if
te alternative amount exceeds the total amount of supplemental and MCE payments.
The FQHC will refund the difference between the alternative amount calculated using the
actual number of visits, and the total amount of supplemental and MCE payments
received by the FQHC, if the alternative amount is less than the total amount of
supplemental and MCE payments.

Newly created FQHCs

An entity that first qualifies as an FQHC after fiscal year 2000, will be paid a per visit
amount that is equal to 100% of the costs of furnishing such services during such fiscal
year based on the rates established under the PPS for the fiscal year or other FQHCs
located in the same or adjacent area with a similar case load. If there is no other FQHC
similarly situated, the newly established FQHC shall be paid a per visit amount based on
an estimate of its reasonable costs of providing such services and cost settied at the end
of its first fiscal year of operation. Reasonable costs are defined as the per visit amount
approved and paid by Medicare as adjusted to reflect the cost of providing services to
Medicaid beneficiaries that are not covered by Medicare —i.e., dental services,
Maternal/Infant Support services, on-site laboratory and x-ray, substance abuse, non-
emergency transportation and outreach. In subsequent fiscal years, the newly
established FQHC shall be paid using (a) or (b} described above.
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